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The Cincinnati and Suburban Bell Telephone Co. 

Cincinnati, Ohio, February 3, 1936. 
To the Shareholders: 

I submit herewith Annual Report of the operations of 
the Company for the year 1935. 

The total number of telephones at the beginning of the 
year was 158,796. This included 835 private line stations 
and 9,003 extra directory listings. At the end of the year 
the total number, including 906 private line stations and 
9,190 extra directory listings, was 165,637, a net gain of 
6,811. The number of company stations, excluding private 
line stations and extia listings, on December 31, 1935, was 
156,147. Since it is the custom of Bell System companies 
to refer to station gain in terms of company stations, this 
practice will be followed in our statements in the future. 
In accordance with this change the net gain in company 
stations in 1935 was 7,489, a figure which materially 
exceeded our expectations. This unusual gain was due to 
a combination of favorable circumstances, including the 
increase in general business, introduction of party line 
residence message rate service in the Cincinnati Area at a 
lower basic rate, and intensive sales efforts of the whole 
employee body. It is anticipated that the gain in tele¬ 
phones will continue in 1936 at about the same rate. 

On May 31, 1930, this Company had 187,324 stations 
in service, the highest number ever reached. By January 
31, 1934, the number had fallen to 118,035. The number 
in service at the end of 1935 represented a recovery of 
8,412 stations, about 22 per cent of the number lost. 

There was expended for construction the sum of 
$1,895,615, the principal items lieing: 


Land and Buildings.$ 234,963 

Central Office Equipment. 277,958 

Station Equipment. 1,069,765 

Exchange Lines. 237,463 
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Gross construction expenditures for 1936 are estimated 
at $4,000,000 with net additions to plant of $2,000,000. 

Expenditures under the Benefit Plan were as follows: 


Service Pensions (paid from 

Pension Trust Fund).$ 50,256.35 

Disability Pensions. 1,665.10 

Payments after Death of 

Pensioners. 1,129.58 

Accident Disability Expenses. . . 2,619.35 

Accident Disability Benefits.... 2,399.76 

Sickness Disability Benefits. . . . 34,061.43 

Death Benefits—Accident. 3,179.19 

Death Benefits—Sickness. 64,318.70 

State Insurance. 975.31 


$160,604.77 

Interest of employees in the Pay Boll Deduction Plan 
for Life Insurance was well sustained during the year. 
On December 31 the number of employees participating 
was 910, the number of policies 1,139, and the total 
insurance in force $1,574,210. 

The dial conversion program for the Cincinnati 
Exchange Area was resumed in July, when ground was 
broken at Griest and Delta Avenues for the construction 
of the new East Central Office. The building will house 
two full units, the initial installation serving about 10,000 
telephones. The cut-over is scheduled for December, 
1936. As shown by the accompanying drawing, the 
architectural treatment of the new exchange will be in 
harmony with its surroundings, which are of a high grade 
residential character. 

Following East, the Wabash Central Office will be the 
next manual unit to be replaced by dial. The construction 
of an addition to the present building will be started in the 
early part of this year and the new office will be ready for 
service in June, 1937. 
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In 1928 a program of improvement of service in the 
suburban offices was undertaken. The offices located in 
the villages of Mt. Healthy, Milford and Glendale were 
changed from magneto to manual common battery 
systems. Land was acquired in 1929 for the continuation 
of this program in Blue Ash and Delhi. Subnormal busi¬ 
ness conditions caused deferment of the latter two pro¬ 
jects, but plans are now under way to letter the service 
at these points through new common battery offices, and 
to acquire land at Erlanger for a like purpose. 

The outstanding rate change for the year was the intro¬ 
duction in March of an additional class of residence service 
in lhe Cincinnati Area known as party line message rate 
service, at a basic rate of $2.50 per month for 45 local 
messages. The reasons for introducing this service were: 
first, to make it possible for existing residence subscribers 
not requiring the more extensive flat rate service to reduce 
their telephone expense by converting to the lower class 
of service; and second, to make available to the large 
body of non-users of service a type of service suitable for 
their needs at comparatively modest cost. That the 
service has met the needs of subscribers is indicated by 
the public response. As of December 31, there were 
20,385 stations in service, three-fourths of which were 
changed from other services, the balance representing 
new subscribers. 

In April revisions were made in our tariffs covering 
extensive reductions in charges for moves of telephone 
service within the same building or from one building to 
another, and for changes from a higher to a lower class of 
service. These changes resulted in considerable savings 
to subscribers. 

Effective June 1, 1935, the evening schedule of reduced 
station-to-station toll rates previously in effect between 
the hours 7:00 P. M. to 8:30 P. M. was eliminated and the 
lower schedule of reduced night station-to-station rates 
was moved forward to start at 7:00 P. M. and thus include 
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the entire period 7:00 P. M. to 4:30 A. M. By this change 
the reduced night station-to-station rates were made 
available to subscribers during the early evening hours 
most desirable for social calls. The change also had the 
effect of distributing the evening toll traffic load more 
evenly and reducing the peak of traffic formerly occurring 
at 8:30 P. M. 

During December toll tariff revisions were filed with 
State and Federal regulatory bodies providing for the 
introduction on January 15, 1936, of a schedule of reduced 
night person-to-person rates to apply from 7:00 P. M. to 
4:30 A. M., and providing also for the application of re¬ 
duced rates on both station-to-station and person-to- 
person service on Sundays from 4:30 A. M. to 7:00 P. M. 
Reduced rates have heretofore been confined to station- 
to-station service, and because of the convenience afforded 
by person-to-person service, it is expected that the intro¬ 
duction of reduced person-to-person schedules will receive 
favorable public reception. The introduction of reduced 
rates on both station-to-station and person-to-person 
service on Sundays should promote use of toll service 
during hours when the circuit load has heretofore been 
comparatively light. 

The quality of the service rendered during the year 
was excellent, measured by the most exacting technical 
standards. Service criticisms from subscribers decreased 
7.7 per cent, and in general, the various items were main¬ 
tained at the previous year’s levels. 

The average number of originating calls per day during 
1935 was 875,451 as compared with 877,880 for 1934, a 
decrease of .3 of one per cent. This decrease was due 
primarily to the introduction, in the early part of the 
year, of message rate party line service, which had a 
tendency to reduce the calling rate. 

Following the trend of 1934, every month during 1935 
showed an increase in toll traffic over the corresponding 
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month of the previous year. For the entire year the 
increase was 9.3 per cent. Indications point to a similar 
gain during 1936. Improvement was also shown in speed 
of service and completion. 

Plant operations during 1935 advanced to a higher level 
of activity, reversing the trend of the previous six years. 
The station installation work load increased sharply due 
to a substantial net gain in stations, and to the introduc¬ 
tion of party line message rale service. Outside plant con¬ 
struction work was maintained at about the same level as 
in 1934. The surplus force which had been engaged in 
special program work is being absorbed by the require¬ 
ments of regular work. That the plant continues to be 
maintained in excellent condition is evidenced by the 
favorable trouble results. Other indexes of plant opera¬ 
tion, including efficiency of performing current work, have 
shown satisfactory improvement. 

Development and extension of overseas service was 
continued in 1935. During the year service was extended 
to the Dominican Republic, Iceland, Paraguay and 
Honduras, and arrangements completed for the establish¬ 
ment of a New York-Paris ocean link to supplement the 
New York-London ocean link. On June 1, 1935, a schedule 
of reduced night rates was introduced to apply to messages 
between the United States and most European countries. 
Zone charges applicable in Northern Ireland, Irish Free 
State, Isle of Man and France were reduced, resulting in 
a reduction in the overall rates on messages to these 
countries. 

That there are no earthly limitations to human speech 
was successfully demonstrated on April 25, w hen President 
Walter S. Gifford of the American Telephone & Telegraph 
Company, seated in his office in New York, talked around 
the world with Vice President T. G. Miller, who was in an 
adjoining room. The conversation traversed in one 
quarter of a second the continents of North America, Asia 
and Europe, spanned the Atlantic and Pacific Oceans and 


— 7 — 






skirted the Indian Ocean, crossed the Equator, the Inter¬ 
national Date Line and the Greenwich Meridian, and 
passed close to the Arctic Circle; thus coming in contact 
with most of the important geographical features of the 
globe. The channels for this conversation embodied prac¬ 
tically every type of circuit which the art of the telephone 
engineer has evolved. 

Vacancies in the directorate and oflicial rosier due to 
the death of Bayard L. Kilgour, Sr. (to whose memory 
tribute was paid in last year’s report) were lilted by the 
election, on February 4, 1935, of Stuart B. Sutphin as 
Director, and Benjamin T. McBurney as President and 
General Manager. 

Effective August 9, Walter S. Gifford tendered his 
resignation as a member of the Board of Directors of this 
Company, on account of the refusal of the Federal Com¬ 
munications Commission to permit him to continue to 
hold the office. In accepting the resignation, the Board 
expressed its regret at the necessity for the termination of 
an association which it regarded as distinctly in the public 
interest and in the interest of this Company by reason of 
Mr. Gifford’s superior qualifications of character, judg¬ 
ment and ability. 

On November 12, Bichard B. Deupree was elected a 
Director, succeeding Mr. Gifford. 

Telephone oj>crating revenues were $8,877,938.80, an 
increase of 2.79 per cent. Telephone operating expenses 
were $5,858,131.21, an increase of 2.82 per cent. The 
amount available for dividends was $2,005,495.07, or 
$3.65 per share ($50 par). Dividends at the rate of $4.50 
per share, amounting to $2,473,956, were paid during the 
year, of which $168,460.93 was charged against surplus. 

That portion of the property of The Cincinnati and 
Suburban Bell Telephone Company located in Kentucky 
continues to be operated under lease by the Citizens 
Telephone Company, and in accordance with our usual 
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practice the revenues and expenses of the Citizens Tele¬ 
phone Company are combined with those of The Cincin¬ 
nati and Suburban Bell Telephone Company in the 
accompanying financial statements. 

It is again a very real pleasure to commend the work of 
the employees. To efficiency was.added a spirit of loyalty 
and cooperation which made certain the attainment of 
operating objectives. The Board wishes to record, in no 
uncertain terms, its appreciation of the able support of 
the entire organization which has made possible a very 
satisfactory year. 

For the Board of Directors, 

B. T. McBurney, 
President and General Manager 


FINANCIAL STATEMENTS 

The Balance Sheet and Income Statement which follow 
on pages 10 to 13, inclusive, summarize the accounts of The 
Cincinnati and Suburban Bell Telephone Company after 
consolidating therein the assets, liabilities, revenues, 
expenses and income of the Citizens Telephone Company 
arising out of its operations under lease of Kentucky pro¬ 
perties of The Cincinnati and Suburban Bell Telephone 
Company. This lease provides that all net earnings of 
the lessee shall accrue to the lessor as rental, and the finan¬ 
cial statements treat the two companies as a single entity. 

The accounts of these companies have been maintained 
in accordance with the Uniform System of Accounts for 
Telephone Companies prescribed by the Interstate Com¬ 
merce Commission effective January 1, 1913, amended 
from time to time, revised January 1, 1933, and continued 
in effect for 1935 by the Federal Communications Com¬ 
mission. This Uniform System of Accounts establishes 
specific rules in respect of the items to be included in the 
various accounts which have been prescribed and contains 
the requirement that plant and other fixed assets, with 
certain specified exceptions, shall be carried in the accounts 
at actual cost to the accounting company. 

J. J. BECKEB, 

General Auditor . 
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THE CINCINNATI AND SUBURBAN 
BELL TELEPHONE COMPANY 

Comparative Balance Sheet—December 31, 1935 and December 31, 1931 


(Consolidating (heroin assets and liabilities of the Citizens Telephone Company arising out of its 
operations under lease of Kentucky properties of The Cincinnati and Suburban .Bell Telephone 
Company.) 


INVESTMENTS: 


ASSETS 

Dec. 31, 1933 


Telephone Plant.$39,515,900.64 

Plant and equipment for furnishing service: com¬ 
prised of land and buildings, rights of way, poles, 
wire, cable, underground conduit. switchbcWds, 
telephones, office furniture, vehicles, tools, con¬ 
struction work in progress, etc. 

Miscellaneous Physical Property. 131,874.02 

Real Estate not now held for telephone purposes. 

Investment in Controlled Company. 32,936.70 

Capital stock. 

Other Investments. 22,340.00 

Capital Stock.$ 310.00 

Mortgage Notes. 22,000.00 


Dec. 31, 1934 
$38,791,040.88 


257,128.04 

32,936.70 

340.00 


Total Investments.$39,703,051.36 

CURRENT ASSETS: 

$39,081,445.62 

Cash.$ 

Available for current needs. 

1,615,726.86 

$ 1,047,322.41 

Working Funds. 

Cash held by employees and agents as working 
funds. 

9,919.02 

10,063.98 

Temporary Cash Investments. 

Funds temporarily invested in U. S. Government, 
securities. (Market quotations $4,109,031.25 at 
December 31. 1935.) 

4,032,396.18 

4,128,369.27 

Material and Supplies. 

Carried principally for construction and mainte¬ 
nance purposes. 

483,028.73 

497,192.49 

Notes Receivable. 


2,446.75 

Accounts Receivable. 

Current accounts due the company for service (less 
provision for uncollectible accounts), toll settle¬ 
ments, interest, dividends, rents, and suudry mis¬ 
cellaneous items. 

618,965.90 

578,181.25 

Total Current Assets.$ 6,760,036.69 

DEFERRED DEBITS: 

$ 6,263,576.15 

Prepayments.$ 

Rents, taxes, insurunce, cost of directories, and 
other expenses prepaid and applicable to period 
after close of year. 

49,264.99 

$ 53,082.67 

Other Deferred Debits. 

Miscellaneous items, the final disposition of which 
had not been determined at the end of year. 

7,411.34 

5,990.74 

Total Deferred Debits.$ 

56,676.33 

$ 59,073.41 

TOTAL ASSETS.$46,519,764.38 

$45,404,095.18 









































THE CINCINNATI AND SUBURBAN 
BELL TELEPHONE COMPANY 

Comparative Balance Sheet—December 31, 1935 and December 31, 1934 


LIABILITIES 


CAPITAL STOCK: 

Common Stock. 

Par value of Common stock outstanding. 
(Authorized 1,000,000 shares, 
outstanding 549,768 shares.) 

Premium on Capital Stock. 

Amount received in excess of par value. 


Dee. 31, 1935 
$27,488,400.00 

72,756.47 


Total Capital Stock. $27,561,156.47 


NOTES SOLD TO TRUSTEE OF 
PENSION FUND*.$ 1,387,106.76 


CURRENT AND ACCRUED LIABILITIES: 


Customers’ Deposits and Advance Billing 

and Payments...$ 235,861.99 

Accounts Payable and Other Current 

Liabilities. 425,737.49 

Amounts owing for payrolls, supplies, toll settle¬ 
ments, and sundry miscellaneous items which are 
in process of payment. 

Taxes Accrued but not Due. 1,095,849.52 

Dividend declared, payable after close 
of year. 615,740.16 


Total Current and Accrued Liabilities. $ 2,373,189.16 
DEFERRED CREDITS.$ 29,487.87 

Miscellaneous items, the final disposition of which 
had not been determined at end of year. 

RESERVES: 

Depreciation Reserve.$11,902,216.34 

Provision to meet loss of investment in depreciable 
plant upon its ultimate retirement from service. 

Other Reserves. 28,429.07 

Amount set aside for pending accident cases. 


Total Reserves. $11,930,645.41 

SURPLUS: 

Unappropriated Surplus.$ 3,238,178.71 

Analysis of decrease during 1935: 

Dividends charged against Surplus... $468,460.93 
Miscellaneous Deductions. 14,954.52 


Total Deductions. 483,415.45 

Miscellaneous Additions. 14,187.35 


Net Decrease 


$469,228.10 


Dec. 31, 1934 
$27,488,400.00 

72,756.47 
$27,561,156.47 
$ 1,291,114.14 

$ 231,175.94 

304.861.15 

781,850.90 

615.740.16 
$1,933,628.15 

$ 24,973.94 

$10,859,779.66 

26,036.01 

$10,885,815.67 

$ 3,707.406.81 


TOTAL LIABILITIES.$46,519,764.38 $45,404,095.18 


“Demand Notes held by Trustee as an investment of pension trust funds not presently 
required to meet pension payments. See page 14. 

J. J. BECKER, General Auditor. 
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THE CINCINNATI AND SUBURBAN 
BELL TELEPHONE COMPANY 

(Comparative Income Statement 
\ears Ended December 31, 1935 and December 31, 1931 

(Consolidating therein revenues, expenses und income of the Citizens Telephone Company arising 
out of its operations under lease of Kentucky properties of The Cincinnati und Suburban Bell 
Telephone Company.) 


Local Service Revenues.$7,745,846.60 

Revenues from local exchange service. 

Toll Service Revenues. 788,193.30 

Revenues from long distance and local toll service. 

Miscellaneous Revenues. 358,076.20 

Revenues from directory advertising, rents and mis¬ 
cellaneous sources. 


Less—Uncollectible Operating Revenues. . 

Provision made during year for revenues which may 
l>e uncollectible. 

TOTAL OPERATING REVENUES 
Current Maintenance.$1,451,763.51 

Cost of inspection, repairs, and rearrangements re¬ 
quired to keep the plant and equipment in good oper¬ 
ating condition. 

Depreciation Expense. ; . . 1,585,177.64 

I*rovision to meet loss of investment when depreciable 
plant is retired from service, based on rates of depre¬ 
ciation for the different classes of property which 
spread this loss of investment uniformly over its ser¬ 
vice life. Depreciation expense represented 4.32% of 
depreciable plant in service during 1935 and 4.39% 
during 1934. 

Traffic Expenses . 1,509,683.01 

Costs incurred in the handling of messages, principally 
operators’ wages. 

Commercial Expenses. 

Costs incurred in business relations with customers; 
pay station commissions; also the cost of directories; 
sales activities; advertising, etc. 

Operating Rents. 100,627.73 

Rents paid for the use of buildings, poles, conduits and 
other facilities. 

General and Miscellaneous Expenses: 

Executive and I>egal Departments. . . . 

Accounting and Treasury Departments. 264,804.96 

Provision for employees’ service pensions. . . 93,620.00 

Employees* sickness, accident, death and 

disability and other benefits. 

Services received under license contract. 126,168.95 

fOther General Expenses. 122,722.68 

Less: Expenses Charged Construction. . . 

Total General and Miscellaneous Expenses. 

TOTAL OPERATING EXPENSES 
NET OPERATING REVENUES 


Year 1935 

Year 1931 

$7,745,846.60 

$7,654,423.28 

788,193.30 

705,539.55 

358,076.20 

300,279.06 

$8,892,116.10 

$8,660,241.89 

14,177.30 

f 

23,449.51 

$8,877,938.80 

$8,636,792.38 

$1,451,763.51 

$1,391,719.62 

1,585,177.64 

i 

1,698,128.41 

r 

1,509,683.01 

r 

1,419.438.41 

419,601.82 

387,716.12 

100,627.73 

1 

182,132.10 

92,512.96 

2644)04.96 

93,620.00 

118,562.82 

257,040.74 

98,917.00 

112,405.23 

126,168.95 

122,722.68 

20,957.28 

78,063.40 

124,386.53 

58,055.00 

26,598.34 

$ 791,277.50 

$ 708,427.15 

$5,858,131.21 

$5,697,561.81 

$3,019,807.59 

$2,939,230.57 
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THE CINCINNATI AND SUBURBAN 
BELL TELEPHONE COMPANY 

Comparative Income Statement 

Years Ended December 31, 1935 and December 31, 1931 (Continued) 

Year 1935 Year 1934 

NET OPE HATING REVENUES 
(Brought Forward).$3,019,807.59 $2,939,230.57 

Taxes . .... 1,058,637.19 985,313.51 

Provision for federal, state and local taxes. 


NET OPERATING INCOME $1,961,170.40 $1,953,917.06 

Net Non-operating Income. 97,151.62 111,974.51 

Dividends and interest, and other miscellaneous 

income. _ _ 

INCOME AVAILABLE FOR FIXED 
CHARGES.$2,058,322.02 $2,065,891.57 

Interest. 52,826.95 48,759.52 

Interest charges on debt obligations. 


NET INCOME—AVAILABLE 

FOR DIVIDENDS $2,005,495.07 $2,017,132.05 

Dividends on Common Stock: 

Charged against Income. 2,005,495.07 2,017,132.05 

Charged against Surplus. 468,460.93 456,823.95 

TOTAL.$2,473,956.00 $2,473,956.00 


tDue to the adoption of a revised method of distributing engineering costs, 1935 figure includes 
such costs in the amount of $64,143.13; in 1934, similar costa were distributed principally to main¬ 
tenance and construction accounts. 

J. J. BECKER, General Auditor. 


LYBRAND, ROSS BROS. & MONTGOMERY 

Cincinnati, Ohio, January 27, 1936. 
The Cincinnati and Suburban Bell Telephone Co., 

Cincinnati, Ohio. 

We have made an examination of the balance sheet as at December 31, 1935, 
and the income statement for the year 1935 of The Cincinnati and Suburban Bell 
Telephone Company, which consolidates therein the assets, liabilities, revenues 
and expenses of the Citizens Telephone Company as explained on page 9. In 
connection therewith we have examined or tested accounting records of the 
Company and other supporting evidence and obtained information and explana¬ 
tions from officers and employees of the Company; we also made a general review 
of the accounting records and of the operating and income accounts for the year, 
but we did not make a detailed audit of the transactions. 

In our opinion, based upon such examination, the accompanying balance 
sheet as at December 31, 1935 and related income statement for the year 1935, 
set forth, in accordance with the accounting procedure referred to on page 9 and 
consistently followed by the Company during the year under review, its financial 
position at December 31, 1935, and the results of its operations for the year 1935. 

LYBRAND, ROSS BROS. & MONTGOMERY. 
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PENSION TRUST FUND 

established by 

I he Cincinnati and Suburban Bell Telephone Co. 

Bankers Trust Company, New York, N. Y., Trustee 

Balance in Fund—December 31, 1934. $1,291,114.14 

Additions to Fund during 1935— 

Amount paid in by Company to prov ide for 
pension liability accruing in respect of 
employees in its servi<*.$ 93,620.00 

Interest revenue from investments. 52,628.97 


Total additions.$ 146,248.97 

Disbursements for pensions during 1935 to 
retired employees.$ 50,256.35 


Net increase in Fund. $ 95,992.62 

Balance in Fund—December 31, 1935. $1,387,106.76 


Comprised of— 

4% Demand Notes of The Cincinnati and Subur¬ 
ban Bell Telephone Company purchased at 

faee value . $1,387,106.76 


We certify that the above statement of the Pension Trust Fund established 
by The Cincinnati and Suburban Bell Telephone Company is correct. 

BANKERS TRUST COMPANY, Trustee . 

By W. C. Meyers, 

Assistant Secretary. 
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